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Funding Request Number(s):
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CC Docket No.:

USAC's Decision dated December 28, 2005
Fairfield County School District
127143
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Dear Secretary:

We have been retained by Fairfield County School District to file an appeal in the
aforementioned matter. Enclosed please find a copy of the appeal.

If there are any questions regarding this matter, please do not hesitate to contact me.
Thank you for your assistance.

cc: Dr. Clarence Willie, Superintendent
Charles J. Boykin, Esq.
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In the Matter of

Request for Review of the
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)
)
)
)
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)
)
)
)
)

CC Docket No. 02-6 & 96-45

I. INTRODUCTION

APPEAL

I. In this appeal, the Fairfield County School District (hereinafter, referred to as the
"District") is appealing a decision rendered by the Universal Service Administrative Company
(hereinafter, referred to as the "USAC") concerning the recovery of alleged improper
disbursement of funds required by Application Number 172053 for funding year July 1, 2000­
June 30, 2001, for which the District was required to reimburse the USAC $268,667.65.

II. GROUNDS FOR APPEAL

2. The District appeals USAC's decision to continue seeking recovery of alleged improper
disbursement of funds pursuant to an improper disbursement fund letter and the demand letter
on the grounds that the Federal Communication Commission's Fifth Report and Order, Docket
Number 02-6, (hereinafter, referred to as the "FCC Fifth Report and Order") should not be
applied retrospectively to the District's funding issue based on the plain meaning of the
language of Paragraph 24 of the Report.

3. The District further appeals on the grounds that payment of the District's non-
discounted amount which was tendered once the vendor submitted a correct invoice, meets the
certification the District signed pursuant to FCC Form 471. 47 C.F. R. § 54.504 (c) (I) (iii).

4. The District also appeals on the grounds that the retroactive application of Paragraph 24
of the FCC's Fifth Report and Order violates the "Contract Clause" of the United States
Constitution which extends to the Federal Government through the Fifth Amendment Due
Process Clause.

5. In the alternative, the District requests that if the FCC determines that an improper
disbursement of funds occurred, the District should be granted a waiver on the grounds that the



•II

I

I
I
l

District teC\uested the United States De\'lartment of Justice (hereinafter, referred to as the
"DOl") to investigate the District's E-rate program which demonstrates that the District did not
knowingly fail to follow the FCC's reb'1llations governing disbursement of funds.

Ill. BACKGROUND

6. In February 2003, the School and Libraries Division (hereinafter, referred to as the
"SLD") ofUSAC conducted an audit of the Fairfield County School District's January I, 2000­
June 30, 2001 funding year. During this audit, SLD discovered that the District had not
completely paid its pre-discounted amount required by Application Number 172053. The
District's pre-discounted amount was $122,522.68. However, the District can only provide
documentation that it paid the vendor, IKON (hereinafter, referred to as "vendor") $57,597.60.
The District's representative conveyed, during the audit, that the vendor had not provided a
final invoice to the District due to the disintegration of the vendor's office, and the vendor's
inability to issue the District a correct final bill.

7. On July 11, 2003, the vendor submitted an invoice to the District for $64,925.08, the
District's pre-discounted amount.

8. On July 18, 2003, the District requested DOJ to conduct an investigation into the
District's E-rate Program.

9. On June 8, 2004, based on the February 2003 audit, USAC notified the District of its
determination that funds disbursed in Application Number 172053 were erroneously distributed
by the District and that SLD would seek the recovery of total funds disbursed on Application
Number 172053 in the amount of$341,565.49. (See Exhibit A)

10. On August 13,2004, the District submitted payment to the vendor for the District's pre-
discounted amount.

11. On August 13,2004, the FCC released the "Fifth Report and Order" to clarify and
modify previously released Orders. One of the changes instituted in this report, that has
implications on this appeal, was the clarification on the actions the FCC would undertake when
the District failed to pay the required non-discounted amounts. Specifically, Paragraph 24
entitled "Failure to Pay Non-Disclosed Shares," stated:

We conclude that all funds dispersed should be recovered for any
funding requests in which the beneficiary failed to pay its non-disclosed
share. While our rules do not set forth a specific time frame for
determining when a beneficiary has failed to pay its non-discounted share,
we conclude that a reasonable time frame is 90 days after delivery of
servIce.
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In addition, Paragraph 24 further states:

Accordingly, we clarify prospectively that a failure to pay more than
90 days after completion of service (which is roughly equivalent to 3

monthly billing cycles), presumptively violates our rules that the
beneficiary must pay its share.

12. On October 10, 2005, the USAC sent a demand payment letter to the District seeking to
recover funds for Application Number 172053 in the amount of $268,667.65. The District was
required to submit payment on or before November 10, 2005. In this letter, the District was
granted a 60-day time period to appeal the USAC's decision. (See Exhibit B)

13. On October 31, 2005, the District's representative, James B. Wright, filed an appeal to
the USAC's demand letter dated October 10,2005, and attached an invoice from the vendor
and a copy of the check that was paid to the vender. The grounds for the appeal were that the
District was not provided an invoice by the vendor until July II, 2003. Thereafter, the District
tendered payment on August 13,2004. In addition, Mr. Wright contended that the payment
was evidence that the District paid its required portion of Application Number 172053 once the
correct invoice was received and that the District intended to settle the account with the vendor.
(See Exhibit C)

14. On December 28,2005, the USAC denied the District's October 31,2005 appeal.
USAC denied the District's appeal on the following grounds:

a. The District failed to provide proper documentation during the audit to
demonstrate that the total non-discounted portion for services required to be paid by the District
were actually paid. USAC stated that the Rules of Support Mechanism does not permit SLD to
accept new information on appeal, except where an applicant was not given an opportunity to
provide information during the course of the audit review or when an error was made by SLD.

b. The District had not paid the full non-discounted portion for the products and
services to the service provider more than 90 days after the completion of the service, and the
District could not demonstrate that SLD's determination was incorrect.

c. The District failed to pay the entire non-discounted portion of the cost for
services, and the FCC Form 471 application signed by the District certified that the District
would pay the non-discounted portion of the goods and services to the service providers. In
addition, the FCC's Fifth Report and Order requires the recovery of all funds dispersed when
the beneficiaries failed to pay its non-discounted portion more than 90 days after completion of
the service. (See Exhibit D)

IS. The District paid the total amount of recovery of$268,667.65 on February 15,2006.
(See Exhibit E)
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IV. DISCUSSION

16. The first ground that USAC sets forth in its December 28, 2005 letter denying the
District's appeal states, in essence, that the District's appeal was denied because the entire
application was not paid, and therefore, SLD could correctly seek to recover the total amount
from the applicant. It appears that USAC did not take into account the District's inability to
tender payment to the vendor without a correct final invoice. In South Carolina, school
districts are public entities and are required to follow strict procedures regarding disbursement
of public funds. In this instance, due to the vendor's inability to provide a correct bill, the
District could not submit payment without exposing the District to potential liability under
South Carolina law. USAC has opted not to acknowledge that the District had an obligation to
expend the public funds in accordance with District policies and State regulations. In essence,
USAC sanctioned the District for following State mandated procedures.

17. Secondly, Paragraph 24 of the Fifth Report and Order entitled "Failure to Pay Non-
Discounted Share" states:

While our rules do not set forth a specific time frame for detennining
when a beneficiary has failed to pay its non-discounted share, we conclude
that a reasonable time frame is 90 days after delivery of service.

This Paragraph further states:

Accordingly, we clarify prospectively that a failure to pay more than
90 days after completion of service, which is roughly equivalent to 3
monthly billing cycles, presumptively violates our rules that the
beneficiary must pay its time share. (Emphasis added)

The plain meaning of this Order, released August 13, 2004, clearly states that prior to this date
USAC did not have a required time frame for the District to pay the non-discounted amount. It
was not until the release of this Order on August 13,2004, that a "90-day time period" was
adopted by USAC. Further, this Paragraph clearly states that the "90-day time period" was to
be applied prospectively. Thus, USAC's reliance on the "90-day" time limit in this case is
contrary to the Order.

18. The application of Paragraph 24 of the FCC's Fifth Report and Order, to investigations
occurring before the Order, violates the "Contract Clause" of the United States Constitution.
This Clause states, in pertinent part, "No State shall pass any law impairing the obligation of
contracts". The obligation of a contract is the law which binds the parties to perfonn their
agreement and any impainnent of the obligation of a contract is prohibited by the Constitution.
The Fifth Amendment due process clause provides essentially the same restraint against federal
impainnent of the obligation of contracts.
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In this instance, the District entered into contracts with USAC and the vendor, IKON, during
the funding year July I, 2000-June 30, 2001. The FCC's Fifth Report and Order was adopted

August 4, 2004 and released August 13, 2004, afull 3years after the contracts were entered
into with USAC and IKON. Any application of this Order retrospectively violates the
District's rights to perform under the pending contracts.

19. In August of2002, amidst rumors of wrongdoing in the administration of the District's
Information Technology (IT) Program, the Board of Trustee's requested an evaluation of the IT
Program's administration. During the evaluation, the District discovered several E-rate
documents were improperly executed. This discovery, along with other concerns, resulted in
the non-renewal of one person's employment, effective June 30, 2003. During the month of
July 2003, the District learned of several actions which did not appear to be consistent with the
E-rate program, and on July 18, 2003, the District contacted DOJ and requested an
investigation. While the District cooperated with the investigation, the administration of the IT
Program, including the E-rate payments, did not routinely occur until several months later.

Based on these facts, the District believes that if the FCC determines that an improper
disbursement of funds occurred; the District should be granted a waiver due to the malfeasance
of one of the District's employees, who was subsequently terminated.

V. CONCLUSION

20. For the foregoing reasons, the District's appeal should be granted, and the District
should be reimbursed the $268,667.65 it paid to resolve the improper disbursement claim.

BOYKIN, DAVIS, HAWKINS N/'u..LDWELL, L.L.c.

..~
By:

--.j"La"-rl-e-s-J-.B=o-y-k-i-n--===-------

Darryl C. Caldwell

P. O. Box 11844
Columbia, SC 29211
Telephone: 803-254-0707
Facsimile: 803-254-5609

ATTORNEYS FOR APPELLANT
.... 1'"

February?>, 2006
Columbia, South Carolina
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lJS-At:;\ .
Universal S<en'ice Adminisl rative Company

School: & Libraries Division

RECOVERY OF ERROl'i""EOUSLY mSBUR:ED FUNDS

Jm:.e 8, 2004

BaITy Vlright
FA!.RiClIELD COUNTY SCHOOL DIST
lO'} OLD CAMDEN ROAD
WINNSBORO, SC 29180

Re;

Funding Yei'.;:: :;:000-2001
FOITQ 471 Application NU.luber: 172053

De,I ./\pp lic<l1lt:

R~yiews ofS-:hocls and Libraries Program disbursements occas .onally reveal that funds
w~re di50n::,f,j i.n e:rmr. Such discoveries may arise out ofour I eriodic audits, attempts by
applicants t:J reduce" funding commitment below the amount a ready disbursed, or other
investigations resulting from OUT program compliance procedur. s. For example, funds may
be disbnrsed in ,,,,.ror when:
· S"fvlces we:::: billed butl'l:;re not delivered
· St:Tvi:)l;:S\V~.q"e ~in~;;d iu (;;XCe8S of the ser'vices delivered
· Ser.vic'~s we:;ce :-e1'"I:",,,,<:1 but an appropriafe retimd to SLD 'Nas I ot made

The SLD has determined that the funds detailed on the attached FUNDING
DISBliR.SEMENT SYNDPSIS were disbursed in error. This s: nopsis includes the specific
fcndh'.g rf:qiws:3, ?J)J.O:,iLts, and reasons ror recovery by Fundin! Request Number (FRN).
'l11~ SLf) :n~,~.:li~t nf)\Y fj~CCrV;;l· the a:.-.nOl.ill.t L,1at wgs disbursed. in el ·Of.

(',0,':< '!25, GOjref,p~mdern;s Vtilt, so South .Jefferson Road, Whij pany, NJ. 07981

---------



FUNDING DISBIiRSE1'11ENT SYNOPSIS

On the p"g::3 following this Jetter, we have provided a Funding Disbursement Synopsis for
the Form 471 8!pphcatiGl: cited above. The enclosed report inc] ldes a list of the FRNs from
this applkatir);:1 for which recov"ry of erroneously disbursed fUJ .ds is necessary.
1-umedir;\tdy preceding the F'Ilnding Disbursement Report, you vill fmd a guide that defines
eadllin'" of the Report. The SLD is also sending this informati m to the applicant named
above.

TO APPEAL nns DECISION

Ifyou',vish t:J appl:al th0 decision indicated in thcis letter, your 1ppeal must be RECEIVED
BY THE SCHOOVS liND LIBRARIES DfVISION (SLD) WI' 'fUN 60 DAYS OF THE
ABOVE DATB ON THIS LEITER. Failure to meet this requi 'ement will result in
automatic dimJhsal of .y'Jur appeal. In your letter of appes.l:

1. lnclude the D",-11(l, adunss, telepnone number, fax number, a: ,d ,,-mail address (if
available) fJY the pmoll '",ho can most readily discuss this app,al with us.

2. State ()\.lingtt oLI)J:! your le..ter is an appeal. Identify Which Re :overy Of Erroneously
D.:sbll1"so:d Funds :you 31'e appealing. Indicate the funding requ< It number 3.ild date oithe
D::shune::l FUJ1.i, R<..'c\wery INter. Your letter ofappeal must a,o include the applicant
r~i:me" the Fe,lT[, 471 AppHc"'tioll NurnDer, ac"1d the Billed Entit) Number from the top of
yc,ur I"ttel'.

3. Vr'hen ,~xp;aiUing yonI' appe~.I, include the precise language ( r text that is at the heart of
yom (lppf,;;,L By pointi.1'1g m' to the exact words that give rise tc your appeal, the SID will
(,0) abk ~;(t ,nJ,,, r",~,diJ)' understand and re:''P0\:,d appropriately t, 'your appeal. Please keep
your lettt~r to the point, il.'ld provide documentation to support: our appeal. Be sure to keep
cCL:pie~ c\fyour con:espondence and documentation.

4. Pl'ovi,~", 'J-,I ii.UthOli.zed signature on your letter ofappeal.

Ifyou ,,:;:-:; iUilInitting yom appeal on paper, please send your I'll peal to: Letter of Appeal,
Schools iU'..i Lil~raries Division, Box 125 - Correspondence Dr ,t, 80 South Jefferson Road,
\VhiplJ2::W, NJ G798J..Ariditional options for filing an appeal, an be found in the "Appeals
ProcedLire" poSit:d mice Ro"erence lue-a of th.e Sill web site' r by calling the Client Service
Bl11eml. Vie I"li(,o:1T.ag~: ':lIe \:lse ofeither the e-mail or fax filin; ,options to expedite filing
~·.n'l"" C1·,a.e<i.n~l
.Yl~'I,. .. "~l·ij:- ;.. ! ...~.

'YIn-tilt 'Ic'e',H(;()l\rage ycu to ,(:r,olve your appeal wit.'l the Sill irst, you have the option of
ming an a-rpc;;] di.r;:ctJy wi-rh tlle Federal Communications COl unission (FCC). You should
r6~"r;o CC Dc <:1:ei 1'!'e-. ·,)2,,'5 ull the first page of your appeal tl the FCC. Your appeal must
Of.' B.J3CEIVED BY THe FCC '\NITHIN 60 DAYS OF THE A ~OVE DATE ON THIS
.LEIT:3R. Faibr'~ tG meet this requix-ement'lVill result in autor :atic dismissal ofyour appeal.
FurthLOr ]n50111J.;;;ticr. a11detptJo!lS fe,l" fiJjJ?-g ~.n ~pe3.l directly w th the FCC can be found in
the "'}\p}'~B,h: Pm~,(:du:re" posted in the Ref<~rence Area ofthe ~ ill web site or by calling the

-----_._-_.--_._-~_._--

.PaEe 2 6/8/2004



Cllent Senrlc'~ nU~,~,\L Vie stmngly recommend L\at yo~ use 81 her the e-mail Clffootfili.ng
options b<::Ci;lUSt: of Bllbst<lutial delays in mail d,~liyery to the FC!:. If you are submitting
YOU!' appeal via Ul'jted. States Postal Service, send to: FCC, Of! .ce of the SecretaI)', 445
121b Street SW, \!V:l.shiDgton, DC 20554.

Scht)Qls~mcl LibI,-aries Di~,'ision

Universal S~"vice Admkistrative Company

I
I
I
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AGUIDE TO THE flJ1\fDJNG DISBURSEMEJ IT SYNOPSIS

Attached to this ie;:ter wiH be a report for each funding request I :om the application cited at
the top ofthis letter for which a Recovery of ElToneiJusly Disbl: :sed Funds is required, We
are p.ro\'iding the ;ii;.l1owi,llg definitions.

• FUNJ:J'~NG RBQ1J£ST'\KflIl!BER (FRN): A Funding Reques' Number is assigned by the
SID to each request in .BJock 5 ofyour Fon.'I'l471 once an applj ~ation has b~en processed.
This Dumbe,:' is mea to report tQ applica11ts and service provide) 5the status of individual
di~icOUIJl funding n;'quesl" :mbmitted on a Form 471.

• SPIN (SeIvicfo Provider Identification Number): A unique lJUllber assigned by the
Ulliver~a] Smv'-:cc;; ,1>.drrdni,lrative Company to service provider: seeking payment from the
Univcrsrl S~n"ice Fund f(lT p micipating in the universal servic , support programs.

• SERVICE FF'..:D'VIDER: The legal name ofthe service provid :r.

• Cm,rTRACT NFN.:BE:R: The number of the c.ontracl betweeJ the applicant and the service
provider. This IVill. be pr~S€l'itonly if a contract number was pI )vided on the FOrnl 471.

• SERVICES ORDERED: The type ofservice ordered from thl service provider. as shown
on
Form. 1\','1.

• SITE LDENTIFIER: The Entity Nliffiber listed OIQ Form 471 f 'f "site specific" FRNs.

• BILLING ACCOI.JNT N1.IMBER: The account number that' las established forbiUing
pmpose:" This wi1! bc~ p.resent only if a Billing Account Nl.lmt ex' was provided on the Form
471..

• FlJJ\'DlNG corvr\1IrMENT: This rep.-esents the total amoul.t of requested funding that
the SLD COI'lll:i1la",d to this faN".

• FlfNI}S DISBURSED TCo DATE: This represents the total f mds that have been paid to
you f<n thi,: fFG'L

• l:''1JNDS TO BE RBCCVERED: Tl7is lepreSerjts tne arnount IfErroneously Funds
Disb"us<ld t::> D:t;e.l1;,,,~e 2~.Tol1eou61y disbursed fU11as wiil ha Ie to be recovered.

• DISBURSED FUKDS RECOVERY EXPLANATION: This entry provides a description of
tl,~ r><F"'n "I ') J's "e4k""n "Le r'~o"",,",1..:.~,' t;;',,':'~"h_.J ",1.. . .:J ...........'..L:;.5 \Jl ...'" 'J ..... J.
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-_.__.._-.----_..•__.--..__._----_.
Funding Req\,est Number 350484 SPIN: 143005429
Se:n;ice Provirkr: U.S. Convergion, LLC

CCMtJ"",t "'h~'11)--'" i'lAll.l .l.1!Y l"lii,.u, '~.,l~ _~.

INTERNAL CO:r.TNECrrONS

$1l2,709.15
$208,701.23
$). 10,486.16

Site I(!elltifiC:T:

Billing ACi)O):UE Number:

F1.ill:ding Commitme::n:
FUI'l£.!;, Di'J:p'ti:r'"ed to Da.te:
Fuwds to h~ ReI:·overed:

Di:;:bursl,;d FundS Reco"'::ty Explanation:

After a tbOIOUgh inve&iigatiou, it lws been <1etemJined that $10,' 86.16 must be recovered
fro:m t.his :l1mdi:cg rcqu(;st. During 1m a.udi! it was noted that one Prol\ant ML 370 server and
one AJ'C ::le';la.f! UPS J000 w",e installed in an ineligible facilit: , Gordon Early Childhood
Cent;:T, TbL~ school 1,0user. both Pre·K and adult education sme ents. Under programmatic
rules for 'lJis1:'\mdi:ng Year 2000, a pre-kindergarten facility in t Ie state ofSouth Carolina was
not elig;ble: to .receiYe: E-Rate f,mds. As a result, $10,486.16 Wl >erroneously disbursed and
must be rF,:Ccnff;f(jl:'L

_._--~-...~-----_._-_.
__________..:.:.'-. - -----. y _ ......e-o

5 6/8/2004



--._--'".-.._----_.•..-._-_._---------~--------
Q'I\n..~•.• I1A~I\I\~" ~(IFun[b.l1g Reql,~e5t 'j'(unbet 35()!-I7-;:\3'f'7---4",~"".;j'-'--- _

Service P'(ov~,de:r: lJ.S~ Convelgicu, LLC
N.JI,

n'JTER.i~AL CONNECTIONS
Contrae t Ntt!!.1ber:
Services. Ord~l:ed:

Site Identiiier;:
Billin,s Ac,x,!mt Number:

Funding Comm;,imenl:

Funds Dishursed to Date:

F1LUds :0 be Rec()'i()l'ed:

5>73,003.12
$414,568.61
$341,565.49

I

Disbwm~d F1.me" Rr:,:;\)very EXPlanation:

After" t.h4)l'0l1,gll investig8twn, it has been di:Jtenniued that $341,565.49 must be recovered
frCIl'U tj-i<, feq':,est. During an audit, auditors reviewed documetr ation and noted that the pre­
discount c,~·;;: of S~lTjCf",delivered was $416,671.67. Since the 'll'plicant's diSCOlUlt is 82%,
the wHJnntdu~ the sm:vice provider was $341,670.76. The invi ,ice submitted to Sill was
p,,)ces&d '.:;d paid 1(,;- tlll~ !;'.mount of$414,568.61. Therefore,: :72,897.84 of funds were
dis!:mrs',d in o,,)(,;ess of the s"'rvices delivered. Accordingly, tlw ;LD must recover $72,897.84
of f!lTmwouEly 0.i.sbul"o.edl t1.mds. In addition, documentation in' icated that the a.pplicant did
nQtpay its tJt,,·J non·r.us,:o\Lnted portion to the service provider or services received for
ftmding r(;,:pe5l nambers (FRN) 350484, 350737, and 350967. Based on the service provider
bills" U''O totni pr~..di;;c:mm, c,-,st for the s<:rvices delivered was ~ 680,681.56. Therefore, the
applk.nt ";as r(>('\lir,~j tr.!}la.;, S122,522.68 ($680,681.56* 18%. The documentation provided
s!Jowml 111m iJlf. appliC<tlt j:'ald only $57,597.60. This contribu' lon supports a pre·discounted
cOot 0;:53 ;!9,986.67 ($57,597.60 di'lided by 18%) "od a semcl provider payment of
$262.,389.()} ($319,936.67 ti:nes 82%). TIl,a total amount of fu lds disblll'Sed was
$'53 L056.7~. Si,,(:~ ihe entire appIicEint share was not paid., the SID must seek recovery of
the di5';'1,1[,;17.I.cnts fOL'whkh the applic:nt sha:e was not paid. ::onsequently, the SID is
seeking ;'e:(wcy (If $368,667.65 ($63J,c156.72-262,389.07) re: iring to this finding. This
n:;f;,:>v"ry am,~""t is biOiug split b:et'ille~ll FRNs 350484 and 350 167. The SLD is seeking a total
r,,,:overy ('ffi;3·1: ,%';,69 (72,897.84 ~- $261],667,65) for this fu lding request.

6 6/812004



Exhibit B



172053
1000

Network
127143

Universal Service Ad ninistrative Company
Sc lools & Libraries Division-,---------------_..:::.::.

Demand Payment Letter

Funding Year 2000: 7/01/2000 - 6/30/2 JOI

October 10,2005

Bany Wrigbt
FAIRFIELD COUNTY SCHOOL DIST
104 OLD CAMDEN ROAD
WINNSBORO, SC 29180

Re: Form 471 Application Number:

Funding Year:

AppliclIllt's j<'oJ'm Identifier:

Billed Entity Number:

FCC Registirlltion Number:
SPIN Name: U.S. CODvergion, LLC

Service Provider Contact Person: Bruce Pbillips

You were previously sent a Recovery ofErroneollsly Disbursed FLlllds Letter informing you of
th0 need to recover funds for the Funding Request Number(s) (FI Ns) listed on the Funding
Disbursement Ro;pOlt (Report) attached to the Recovery of Erron, ously Disbursed Funds
Letter. A revised copy of that Report is attached to this letter. In mediately preceding the
Report, you ""ill find a guide that dermes each line of the Report,

In 1he Order on Reconsideration and Fourth Report and Order (F X 04-181, reI. July 30, 2004)
(Fourth Report and Order), the FCC "conclude[d] that recovery I ctions shOUld be directed to
the' party or parties that committed the rule or statutory violation .n question." The FCC also
directed the Universal Service Administrative Company (USAC to determine to whom
recovery should be directed in individual cases. In making such ~ determination USAC must
"consider which party was in a better position to prevent the stat ItOry or rule violation, and
which palty committed the act or omission that fOnDS the basis j )r the statutory or rule
villiation."

Pursuant to the Fourth Report and Order the revised recovery ap )roach applies to all FRNs for
which USAC had not yet issued a first Demand Payment Letter IS ofSeptember 17, 2004 (the
effective date ofths Order). The purpose of this letter is to:

• Notify you cflhe exact amount of recovery being directed to· ,ards you.

• Give you an opportunity to appeal USAC's determination th; t recovery should be directed
towards you. Plcase note that the deadline for appealing the de, ision to seek recovery of
improperly disbursed funds is determined by the date of the Re' overy of Erroneously
Disbursed Funds Letter and not this letter.



The balance of this deht is due within 30 days from the date of this etter. Failure to pay the
debt within 30 days fi'om the date of this letter could result in intere 'I, late payment fees,
administrative charges and implementation ofthe "Red Light Rule. ' Please see the
"Informational Notice to All Universal Service Fund Contributors, 3eneficiaries, and Service
Providers" at www.universalservice.orgfnew/2004.asp#083104 for nore information regarding
the consequences of not paying the debt in a timely manner.

If the Schools and Libraries Division (SLD) has detennined that be h the applicant and the
service provider are responsible for a program rule violation, then, lUrsuant to the Fourth
Report and Order, the SLD will seek recovery of the improperly di: bursed amount from BOTH
parties and will continue to seek recovery until either or both partiE l have fully paid the debt. If
the Sill has determined that both the applicant and the service pro 'ider are responsible for a
program rule violation, this is indicated in the Disbursed Funds Re :overy Explanation in the
Report following this letter.

If the SLD is attempting to collect all or part of the debt from both the applicant and the service
provider, then you should work with the service provider to detem ine who will be repaying the
debt and to avoid duplicate payment. Please note, however, that tl e debt is the responsibility of
both the applicant and service provider. Therefore, you are respon rible for ensuring that the
debt is paid in a timely manner.

Please remit payment for the full Funds to be Recovered from Apllicant amount shown in the
attached Report. To ,ensure that your payment is properly credited please include a copy of the
Rcpmt with your check. Make your check payable to the Univers: .l Service Administrative
Company (USAC).

If sending payment by U. S. Postal Service or major courier servic e (e.g. Airborne, Federal
Express, and UPS) please send check payments to:

Universal Service Administrative Company
1259 Paysphere Circle
Chicago, XL 60674

If you are located in t.l),e Chicago area and use a local messenger r lther than a major courier
service, please address and deliver the package to:

Universal Service Administrative Company
Lockbox 1259
540 West Madison 4th Floor
Chicago, II 60661

Local messenger service should deliver to the Lockbox Receivin :Window at the above address.

Payment is due wittbin 30 days from the date of this letter.

Complete program information is posted to the SLD section oftl e USAC web site at
www.sl.universalservice.org. You may also contact the SLD Te hnical Client Service Bureau
bye-mail using the "Suomit a Question" link on the SLD web si e, by fax at 1-888-276-8736 or
by phone at 1-888-203-8100.



lfyou wish to appeal the decision, your appeal must be received 01 postmarked within 60
days of the date of this letter. Failure to meet this requirement wil result in automatic
dismissal of your appeal. In your letter of appeal:

1. Include the name, address, telephone number, fax number, and ,-mail address (if
available) for the person who can most readily discuss this appeal .vith us.

2. State outl-ight that your letter is an appeal. IdentifY the date oft Ie Demand Payment
Letter and the FRN(s) you are appealing. Your letter of appeal ml st include the Billed
Entity Name, the Form 471 Application Number, Billed Entity Nt mber, and the FCC
Registration Number (FCC RN) from the top of your letter.

3. When explaining your appeal, copy the language or text from t ,e Demand Payment
Letter that is the subject of your appeal to allow the SLD to more :eadily understand your
appeal and respond appropriately. Please keep your letter specifit and brief, and provide
documentation to support your appeal. Be sure to keep copies of four correspondence and
documentation.

4. Provide an authorized signature on your letter of appeal.

If you are submitting your appeal electronically, please send yow appeal to
appeals@s1.universalservice.org using your organization's e-mai . 1fyou are submitting your
appeal on paper, please send your appeal to: Letter of Appeal, Sc 1001s and Libraries Division,
Box 125 - COlTespondence Unit, 80 South Jefferson Road, Whip lany, NJ 07981. Additional
options for filing an appeal can be found in the "Appeals Proced Ife" posted in the Appeals
Area ofthe SLD se<;tion of the USAC web site or by contacting' he Client Service Bureau.
We strongly r<,.commend that you use the electronic appeals optit ,ns.

While we encourage you to resolve your appeal with the SLD fu It, you have the option of
filing an appeal directly with the Federal Communications Com .1ission (FCC). You should
refer to CC Docket No. 02-6 on the first page ofyour appeal to lIe FCC. Your appeal must
be received or postmarked within 60 days of the date oftms lett' r. Failure to meet this
requirement will result in automatic dismissal ofyour appeal. II you are submitting your
appeal via Unit~d States Postal Service, send to: FCC, Office of the Secretary, 445 12th Street
SW, Washington, DC 20554. Further information and options j )T filing an appeal directly
with the FCC can be fuUlld in the "Appeals Procedure" posted i I the Reference Area ofthe
SLD section of the USAC web site, or by contacting the Client :ervice Bureau. We strongly
recommend that you use the electronic filing options.

Universal Sf.Tvices Administrative Company
Schools and Libraries Division

cc: Bruce Phillips
U.S. Convergion, LLC



A GUIDE TO THE FuNDlNGmSBURSEMEWREPORT------~-·----~---

Atta.cbed to this letter will b'.l a report for each funding request frOll the application cited at
the top ofthis letter for which a Recovery ofTmproperly Disburse( Funds is required. We
are providing the folk.wing definitions.

FUNDING REQUEST NUMBER (FRN): A Funding Request Nu nber is assigned by the
SLD to each individu.al request in a Fonn 471 once an application has been processed. This
number is used to report to applicants and service providers the st .tus ofindividual
discount funding requests submitted on a Fonn 471 ~

SERVICES ORDERJE:D: The type of service ordered from the se vice provider, as shown
on Form47L

SPH-J (Service Provider Identification Number): A unique numb! r assigned by the
Universal Service Administrative Company to service providers ! ~eking payment from the
Universal Service Fund for participating in the universal service! uppor! programs.

SERVICE PROVIDER NAME; The legal nanle of the service pl ovider.

CONTRACT NUMBER: The number of the contract between tl e applicant and the service
provider. This will he present only if a contract number was pro' ided on the Form 471.

BILLING ACCOJ:",TNT "NUMBER: The account number that yOt : service provider has
establiShed willi you, for billing purposes. This will be present 0: .ly ifa Billing Account
Number was provid'$d on the Form 471.

SITE IDENTIFIER: The Entity Number listed on Form 471, B1, ck 5, Item 22a. This
number will only be present for "site specific" FRNs.

FUNDING COMMITMENT: This represents the amount of fin ding that SLD had reserved
to reimburse you for the approved discounts for this service for 1 Ilis funding year.

FUNDS DISBURSED TO DATE: This represents the total fune s iliat have been paid to the
id!-'l1tified service p:;:ovider for this FRN as of the date ofthis let ex.

FUNDS TO BE Ri~COVERED FROM APPLICANT: This rep 'esents the amount of
improperly disbursed funds to date as a result ofrule violation(~ I for which the applicant has
been determined to be responsible. These improperly disburse( funds will have to be
recovered from the applicant.

DlSBtJRSED HINDS RECOVERY EXPLANATION; This e ltryprovides the reason why
recovery is r'~qk.jred.



127143
$414,568.61
$414,568.61
$268,667.65

~--------- ------ - ----Funding Disbursement-~ort

Form 471 Application Number: 17205:--------
Funding Request Number: 350737

Servi.ces Ordered: INTERNAL CONNECllONS
SPI~r: 143005429
Service Provider Name: U.S. Convergion, LLC
Contract Number: NA
Billing Account Number:

Site Identifier:

Funding Commitment:
Funds Disbursed to Date:

Funds to be Reccvemd from Applicant:

Disbursed Funds Recovery Explanation:

On 6/812004 a letter was St.'llt to the service provider, U.s. Conve gion, LLC., advising them
of a recovery of funds for this Funding Request Nllll1ber. Please :ee the following paragraph
fOTtne violation and original decision:

After a thorough investigation, it has been detennined that $341, -65.49 must be recovered
from this request. During an audit, auditors reviewed document! don and noted that the pre­
discounted cost ofservices delivered was $416,671.67. Since tho· applicant's discount is 82%,
the amount du,~ the service provider was $341,670.76. The invo ~e submitted to SLD was
processed and paid the amount of $414,568.61. Therefore, $72,197.84 of funds were
disbursed in excess -of the services delivered. Accordingly, the ~ LD must recover $72,897.84
of erroneously disbursed funds. In addition, documentation indiated that the applicant did
not pay its total non-disco!lIlted portion to the service provider fl r services received for
funding request numbers (FRN 350484, 350731, and 350967. E l.Sed on the service provider
bi1J.s, the lotal pre-discount cost for the services delivered was $1 80,681.56. Therefore, the
applicant was required to pay $122,522.68 ($680,681.56* 18%). The documentation provided
showed the applicant paid only $57,697.60. This contribution S' .pports a pre-discounted cost
of$319,986.67 ($57,597.60 divided by 18%) and a service prov derpayment of$262,389.07
($319,986.67 x 82%). The total a.'llount offunds disbursed was $631,056.72. Since the entire
applicant share was not paid, ihe SLD must seek recovery ofthe disbursements for which the
applicant share was not paid. Consequently, the SLD is seekin~ recovery of $368,667.65
($631,056.72-262389.07) relating to the finding. This recovery amount is being split between
FRNs 350484 and 350967. The SLD is seeking a total recove!') of$341,565.49
($72,897.84+$268.667.65) for this funding request.

FCC rules require llpplicants to pay the non-discount portion of the products or services
purchased with universal service discounts. Applicants that do .lot pay the non-discount
portion more th'.n 90 days after completion of services have vi< lated this rule. Consequently,
the prog,':1~m ruks have been violated. Since this violation was .:aused by an act or omission of
the applicant, SLD will seek recovery of$268,667.65 from the ~pplicant

As noted above $72,897.84 was disbursed in excess of the actu II services delivered. Since
this amount We'. ir,voiced via Service Provider Invoice Form, t ,e violation was caused by an
act or omission of the service provider. Accordingly, SLD wi!' seek recovery of $72,897.84
!Tom th<:> service provider.



Pb~A~E-Sji]ND-A-COl¥ORTJlliPAGLWUflYOU"",,-R~~
CHECK TO ENSURE TlMELY PROCE: ;SING



Exhibit C



Fairfield County School Distric :
P.O. Drawer 622

1226 Highway 321 By.Pass Stint It
Winnsboro, SC 29180
Pbone:803-635-4607

October 31,2005

Universal Se::rvices AdmillJistrative Company
Schools and Libraries Division

To Whom It May Concern:

SUBJECT: iJ'PEAL OF DEMAND FOR PAYMENT LET l'ER FRN 350737

The purpose of IthiS letter is to appeal the decision for the del land for payment. The
demand for payment letter is dated October 10,2005 for FRl I 350737. The bill entity
Name is Fairfield County School District. The Form 471 apI lication number is 172053
and the Bill Entity number is 127143. There is no referring I CC Registration number on
the letter.

The reason for this appeal is evident that Fairfield County 81 hool District requested an
Invoice from Ikon Office SohrJons. Payment to the vendor kon Office Solutions is
evident in the copy ofthe ';;anceled check. The invoice repre ;ents the portion not paid by
Fairfield CO'~nty School District for Funding year July 1,2010, to June 30, 2001.

Fairtield County School District hopes this information clea ly shows the district intent to
settle the account with the vendor.

Sincerely,

Blair Tuner
Deputy Superill1tendent OfOperations and Finance
Fairfield County School District

f::!!:/1r
Fairfield County School District
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This A!IIOunt :rep:resents tbe PO:rtiOD Dot paid by FlilU fidd County Sc:hool District fOT
Ji'1<a1!lding 'feu July 1, 2000, to June 30,2001.

St b Tota~: 5:64,9:2.5.08
0' -der Discount: 0.00
Fl eigbt: O.
T'iJI(es: 0.00

Total Ail .OIlDt Due: $64,925.08

/ .­..; .-
----------~. ------

$64,925.03

REMIT TO:
IKON OFfiCE SOLlJTIONS
A'rrN: JASON HENSON


